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Proposed Amendments to SB295RE M. S

The following are the amendments proposed by the Department of Revenue at the hearing,
and includes the addition of commercial property as raised at the hearing (see item #5).

1. That page 2, lines 24-25 be amended to make clear that the “annual appeal right” is
limited to one-time per valuation cycle...that people can file an AB26 in any year of the
cycle, but only once over the course of the cycle.

a. Page 2, line 25, following “annually”, insert “but only once each valuation
cycle”

2. That property taxpayers have the option to waive the mailing of the information to
them as many inquiries are solved just with a conversation...and that the distribution of
the material allow both posted mail as well as electronic “email.”

a. Page 2, line 29, following “objector”, insert “by posted mail or email, unless the
citizen waives the information”

3. That the effective date be moved to July 1, 2012 to be sure department is ready to
successfully implement this bill after clearing the current appeal workload.
a. Page 6, line 16, insert “Effective Date: July 1, 2012.”

4. Clarify which of the USPAP standards apply to mass appraisal functions of DOR.
a. Page 4, Line 21, following “following the”, insert “appropriate”
b. Page 4, Line 21, following “practice”, insert “for mass appraisal”

5. Include the appeals process for commercial class four property as well.
a. Page 2, Line 29, following “residential”, insert “and commercial”




6. That the dlsclosure of real estate sales prices be added to this bill, which is about
taxpayer appeal rights, and the DOR experience is that the lack of public knowledge
about what is going on in the real estate market is the single most 5|gn|f|cant problem to
the appeals process in property tax administration.

a. Page 6, Line 16, Insert “Section 1. Section 15-7-308, MCA, is amended to read:

"15-7-308. Disclosure of information restricted -- exceptions. (1) Except as
provided in subsection (2), the certificate required by this part and the
information contained in the certificate is not a public record and must be held
confidential by the county clerk and recorder and the department. This is
because the legislature finds that the demands of individual privacy outweigh
the merits of public disclosure. The confidentiality provisions do not apply to
compilations from the certificates or to summaries, analyses, and evaluations
based upon the compilations.

(2) The confidentiality provisions of this section do not apply to:

(a) the information contained in the water right ownership update form or any
other form prepared and filed with the department of natural resources and
conservation pursuant to 85-2-424 for purposes of maintaining a system of
centralized water right records as mandated by Article IX, section 3(4), of the
Montana constitution. A person may access water right transfer information
through the department of natural resources and conservation pursuant to the
department's implementation of the requirements of 85-2-112(3).

(b) the property address, the legal property description, and the actual sale price
listed on the realty transfer certificate for class four residential and commercial
property as described in 15-6-134(1)(e) and (1)(f) and (g)."”
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other form prepared and filed with the department of natural resources and
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{b) the property address, the legal property description, and the actual sale price

listed on the realty transfer certificate for class four residential and commercial
property as described in 15-6-134(1){(e} and (1}{f) and (g)."”
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SENATE BILL NO. 295
INTRODUCED BY B. LAKE

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE MANNER OF APPRAISING CERTAIN
PROPERTIES FOR PROPERTY TAX PURPOSES; ALLOWING ANNUAL INFORMAL REVIEWS OF
CLASSIFICATION AND APPRAISAL FOR AGRICULTURAL, RESIDENTIAL AND COMMERCIAL, AND
FOREST PROPERTY; REQUIRING CERTAIN INFORMATION BE PROVIDED TO AN OBJECTOR FOR
USE IN INFORMAL REVIEWS; PROHIBITING AN INCREASE IN THE VALUE OF PROPERTY
THROUGH AN INFORMAL REVIEW EXCEPT DUE TO A PHYSICAL CHANGE IN A PROPERTY OR A
MISTAKE IN A PROPERTY DESCRIPTION; REQUIRING THE USE OF THE UNIFORM STANDARDS
OF PROFESSIONAL APPRAISAL PRACTICE; AND AMENDING SECTIONS 15-7-102 AND 15-8-111,
MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Section 15-7-102, MCA, is amended to read:

"15-7-102. Noﬁce of classification and appraisal to owners -- appeals. (1) (a) Except as provided
in 15-7-138, the department shall mail to each owner or purchaser under contract for deed a notice of the
classification of the land owned or being purchased and the appraisal of the improvements on the land
only if one or more of the following changes pertaining to the land or improvements have been made
since the last notice:

(i) change in ownership;

" (ii) change in classification;

(iit) except as provided in subsection (1)(b), change in valuation; or

(iv) addition or subtraction of personal property affixed to the land.

(b) After the first year, the department is not required to mail the notice provided for in subsection
(1)(a)(iii) if the change in valuation is the result of an annual incremental change in valuation caused by

the phasing in of a reappraisal under 15-7-111 or the application of the exemptions under 15-6-222 or

caused by an incremental change in the tax rate.




(c) The notice must include the following for the taxpayer's informational purposes:

(i) a notice of the availability of all the property tax assistance programs available to property
taxpayers, including the property tax assistance program under 15-6-134, the extended property tax
assistance program under 15-6-193, the disabled or deceased veterans' residence exemption under 15-
6-211, and the residential property tax credit for the elderly under 15-30-2337 through 15-30-2341;

(ii) the total amount of mills levied against the property in the prior year; and

(iii) a statement that the notice is not a tax bill.

(d) Any misinformation provided in the information required by subsection (1)(c) does not affect the
validity of the notice and may not be used as a basis for a challenge of the legality of the notice.

(2) (a) Except as provided in subsection (2)(c), the department shall assign each assessment to the
correct owner or purchaser under contract.for deed and mail the notice of classification and appraisal on
a standardized form, adopted by the department, containing sufficient information in a comprehensible
manner designed to fully inform the taxpayer as to the classification and appraisal of the property and of
changes over the prior tax year.

(b) The notice must advise the taxpayer that in order to be eligible for a refund of taxes from an
appeal of the classification or appraisal, the taxpayer is required to pay the taxes under protest as
provided in 15-1-402.

(c) The department is not required to mail the notice of classification and appraisai to a new owner or
purchaser under contract for deed uniess the department has received the transfer certificate from the
clerk and recorder as provided in 15-7-304 and has processed the certificate before the notices required
by subsection (2)(a) are mailed. The department shall notify the county tax appeal board of the date of
the mailing.

(3) (a) If the owner of any land and improvements is dissatisfied with the appraisal as it reflects the
market value of the property as determined by the department or with the classification of the land or
improvements, the owner may request an assessment review by submitting an objection in writing to the

department; on forms provided by the department for that purpose;. For property other than class three

property described in 15-6-133, class four property described in 15-6-134, and class ten property

described in 15-6-143, the objection must be submitted within 30 days after receiving the notice of

classification and appraisal from the department. For class three property described in 15-6-133, class

four property described in 15-6-134. and class ten property described in 15-6-143, the objection may be

made annually but only once each valuation cycle.




(b) For properties valued using sales price as an indication of value, the form must include a provision

that the objector agrees to confidentiality requirements for receipt of comparable sales data from

information received from realty transfer certificates under 15-7-308. Within 2 weeks of submitting an

objection, if the objection relates to residential and commercial property, the department shall provide the

objector by posted mail or email,_unless the citizen waives the information, with:

(i) data from comparable sales used by the department to value the property;

(ii) the methodology and sources of data used by the department in the valuation of the property; and

(iii) if the department uses a blend of evaluations developed from various sources, the reasons that the

methodology was used.

{c) The review must be conducted informally and is not subject to the contested case procedures of
the Montana Administrative Procedure Act. As a part of the review, the department may consider the
actual selling price of the property, independent appraisals of the property, and other relevant information
presented by the taxpayer in support of the taxpayer's opinion as to the market value of the property. The
department shall give reasonable notice to the taxpayer of the time and place of the review.

(d) After the review, the department shall determine the correct appraisal and classification of the land

or improvements and notify the taxpayer of its determination. The department may not determine an

appraised value that is higher than the value that was the subiject of the objection unless the reason for

an increase was the result of a physical change in the property or caused by an error in the description of

the property that is kept by the department and used for calculating the appraised value. In the

notification, the department shall state its reasons for revising the classification or appraisal. When the
proper appraisal and classification have been determined, the land must be classified and the
improvements appraised in the manner ordered by the department.

(4) Whether a review as provided in subsection (3) is held or not, the department may not adjust an
appraisal or classification upon the taxpayer's objection unless:

(a) the taxpayer has submitted an objection in writing; and.

(b) the department has stated its reason in writing for making the adjustment.

(5) A taxpayer's written objection to a classification or appraisal and the department's notification to
the taxpayer of its determinétion and the reason for that determination are public records. The department
shall make the records available for inspection during regular office hours.

(6) If any property owner feels aggrieved by the classification or appraisal made by the department

after the review provided for in subsection (3), the property owner has the right to first appeal to the




county tax appeal board and then to the state tax appeal board, whose findings are final subject to the
right of review in the courts. The appeal to the county tax appeal board must be filed within 30 days after
notice of the department's determination is mailed to the taxpayer. A county tax appeal board or the state
tax appeal board may consider the actual selling price of the property, independent appraisals of the
property, and other relevant information presented by the taxpayer as evidence of the market value of the
property. If the county tax appeal board or the state tax appeal board determines that an adjustment
should be made, the department shall adjust the base value of the property in accordance with the

board's order.”

Section 2. Section 15-8-111, MCA, is amended to read:

"15-8-111. Assessment -- market value standard -- exceptions. (1) All taxable property must be
assessed at 100% of its market value except as otherwise provided.

(2) (a) Market value is the value at which property would change hands between a willing buyer and a
willing selier, neither being under any compulsion to buy or to sell and. both having reasonable knowledge
of relevant facts.

(b) If the department uses construction cost as one approximation of market value, the department
shall fully consider reduction in value caused by depreciation, whether through physical depreciation,
functional obsolescence, or economic obsolescence.

(c) If the department uses the capitalization-of-net-income method as one approximation of market
value and sufficient, relevant information on comparable sales and construction cost exists, the
department shall rely upon the two methods that provide a similar market value as the better indicators of
market value.

(d) Except as provided in subsection 3} (4), the market value of special mobile equipment and
agricultural tools, implements, and machinery is the average wholesale value shown in national appraisal
guides and manuals or the value before reconditioning and profit margin. The department shall prepare
valuation schedules showing the average wholesale value when a national appraisal guide does not exist.

(3) In valuing class four residential and commercial property described in 15-6-134, the department

shall conduct the appraisal following the appropriate uniform standards of professional appraisal practice

for mass appraisal promulgated by the appraisal standards board of the appraisal foundation. In valuing

the property. the department shall use information available from any source considered reliable.




Comparable properties used for valuation must represent similar properties within an acceptable proximity

of the property being valued.

{3)(4) The department may not adopt a lower or different standard of value from market value in
making the official assessment and appraisal of the value of property, except:

(a) the wholesale value for agricultural implements and machinery is the average wholesale value
category as shown in Guides 2000, Northwest Region Official Guide, published by the North American
equipment dealers association, St. Louis, Missouri. If the guide or the average wholesale value category
is unavailable, the department shall use a comparable publication or wholesale value category.

(b) for agricultural implements and machinery not listed in an official guide, the department shall
prepare a supplemental marual in which the values reflect the same depreciation as those found in the |
official guide;

(c) for condominium property, the department shall establish the value as provided in subsection 4}
(5); and

{(d) as otherwise authorized in Titles 15 and 61.

{4)(5) (a) Subject to subsection {4)}(e} (5)(c), if sufficient, relevant information on comparable sales is
available, the department shall use the comparable sales method to appraise residential condominium
units. Because the undivided interest in common elements is included in the sales price of the
condominium units, the department is not required to separately allocate the value of the common
elements to the individual units being valued.

{b) Subject to subsection {4)e) (5)(c), if sufficient, relevant information on income is made available to
the department, the department shall use the capitalization-of-net-income method to appraise commercial
condominium units. Because the undivided interest in common elements contributes directly to the
income-producing capability of the individual units, the department is not required to separately allocate
the value of the common elements to the individual units being valued.

(c) If sufficient, relevant information on comparable sales is not available for residential condominium
units or if sufficient, relevant information on income is not made available for commercial condominium
units, the department shall value condominiums using the construction-cost method. When using the
construction-cost method, the department shall determine the value of the entire condominium project

and allocate a percentage of the total value to each individual unit. The allocation is equal to the

percentage of undivided interest in the common elements for the unit as expressed in the declaration




made pursuant to 70-23-403, regardless of whether the percentage expressed in the declaration
conforms to market value.

{6)(6) For purposes of taxation, assessed value is the same as appraised value.

(6)}(7) The taxable.value for all property is the percentage of market or assessed value established for
each class of property.

{7)(8) The assessed value of properties in 15-6-131 through 15-6-134, 15-6-143, and 15-6-145 is as
follows:

(a) Properties in 15-6-131, under class one, are assessed at 100% of the annual net proceeds after
deducting the expenses specified and allowed by 15-23-503 or, if applicable, as provided in 15-23-515,
15-23-516, 15-23-517, or 15-23-518.

(b) Properties in 15-6-132, under class two, are assessed at 100% of the annual gross proceeds.

(c) Properties in 15-6-133, under class three, are assessed at 100% of the productive capacity of the
lands when valued for agricultural purposes. All lands that meet the qualifications of 15-7-202 are valued
as agricultural lands for tax purposes.

(d) Properties in 15-6-134, under class four, are assessed at the applicable percentage of market
value minus any portion of market value that is exempt from taxation under 15-6-222.

(e) Properties in 15-6-143, under class ten, are assessed at 100% of the forest productivity value of
the land when valued as forest land.

(f) Railroad transportation properties in 15-6-145 are assessed based on the valuation formula
described in 15-23-205.

{8}9) Land and the improvements on the land are separately assessed when any of the following
conditions occur:

(a) ownership of the improvements is different from ownership of the land;

(b) the taxpayer makes a written request; or

(c) the land is outside an incorporated city or town."

Section 3. Section 15-7-308, MCA, is amended to read:

"15-7-308. Disclosure of information restricted -- exceptions. (1) Except as provided in
subsection (2), the certificate required by this part and the information contained in the
certificate is not a public record and must be held confidential by the county clerk and recorder
and the department. This is because the legislature finds that the demands of individual privacy




outweigh the merits of public disclosure. The confidentiality provisions do not apply to
compilations from the certificates or to summaries, analyses, and evaluations based upon the
compilations.

(2) The confidentiality provisions of this section do not apply to:

(a) the information contained in the water right ownership update form or any other form
prepared and filed with the department of natural resources and conservation pursuant to 85-
2-424 for purposes of maintaining a system of centralized water right records as mandated by
Article IX, section 3(4), of the Montana constitution. A person may access water right transfer
information through the department of natural resources and conservation pursuant to the
department's implementation of the requirements of 85-2-112(3).

{b) the property address, the legal property description, and the actual sale price listed on the
realty transfer certificate for class four residential and commercial property as described in 15-
6-134(1)(e) and (1)(f)-(g)."”

NEW SECTION. Section 4. Effective Date. [This act] is effective July 1, 2012.

-END -




Senate Taxation Committee
SB295 Information Session

e That the Department of Revenueadopt by administrative rule the specific IAAO standards for
Sales Verification that addresses markets where there is a high number of distressed sales
(based the IAAO section 5.3.4 etahd d

5 SALES INFORMATION
(1) The department shall complle sales information from RTCs. The department shall review sales
evidenced by an RTC to determine whether a sale was a valid, arm's-length transaction. For the purposes of
this rule, "valid, arm's-length transaction" means a sale of real estate not affected by unreasonable or unusual
personal influence or control, as defined in literature prepared by the international assocratron of assessing
officers.
(2) Unless there is convincing evidence to the contrary, the followrng sales transactlons shall be
considered non-arm's-length transactions:
(a) a sale of agricultural or timber land,;
(b) a sale in which the purchaser or seller is the United States of America, a state, a county, a
municipality, or an instrumentality, agency, or political subdivision thereof, or a public utility;
(c) a sale that is recorded to confirm, correct, modify, or supplement a previously recorded instrument;
(d) a sale pursuant to a court decree;
(e) a sale pursuant to a merger, consolidation, or reorganization of a corporation, partnershrp, or other
business entity;
(f) a sale between affiliated corporations or between shareholders and the corporation;
(g) a sale of a decedent's estate;
(h) a sale constituting a gift;
(i) a sale between a husband and wife or a parent and child or other family member with only nominal
actual consideration;
(i) a sale transferring property to the same party or parties;
(k) a sale of delinquent taxes, sheriff's sale, bankruptcy sale, mortgage foreclosure, or premature
" liquidation of property; ,
() a sale made in contempiation of death; -
(m) a sale of tax-exempt property; and
(n) royalty interest or an assignment of interest.
(3) The department shall consider the following sales in distressed markets in accordance with the
International Association of Assessing Officers (IAAO) standards:
(i) sales involving financial institution as selier if:
(a)_the sales comprise more than 20 percent of sales in a specific market area; and
(b) _changes in property characteristics are accounted for in model calibration and ratio studies
(i) auction sales if:
(a) the auction was well advertised;
(b) the auction was well attended;
(c) the seller had a minimum bid or the right of refusal on all bids; and
(d) sales are not from absolute auctions that do not have a low brd clause or right of refusal and
are advertised as such type of auctions
(ii)_short sales if:
(a) verified; and
(b) in combination with other foreclosure-related sales they comprise more than 20 percent of
sales they may be considered for model calibration and ratio studies; and
(4) the following sales will not be considered in distressed markets:

(i) vandalized property

(i) forced sales resulting from a judicial order, i.e., when the seller is either a sheriff, receiver, or other

court officer.




3)(8) The department may verify sales information by submitting to the parties participating in a sale
transaction the sale verification form. Completion of the sales verification form may be accomplished during
on-site discussions with the buyer or seller, or through telephone conversation or written correspondence with
the buyer or seller, or their representatives. Additionally, the department may secure information from the
lending institution involved in the sale for purposes of verifying the terms and conditions of the sale. (History:
15-1-201, MCA,; IMP, 15-7-111, MCA; NEW, 1990 MAR p. 596, Eff. 3/30/90; AMD, 1993 MAR p. 3060, Eff.
12/24/93; AMD, 2002 MAR p. 3723 Eff. 12/27/02. ) '

o Together with the above administrative rule, the legislature amends statute at MCA, 15-7-307
that requires price information reporting on the RTC for foreclosure sales, this ensures that the
sales dta is available for department to use.

exceptions. The certificate required by this part applies to all transfers. However, the certificate
follo mg ransfers need not disclose the consideration paid or to be paid for the real estate transferred:

(1) an instrument recorded prior to July 1, 1975;

(2) the sale of agricultural land when the land is used for agricultural purposes;

(3) the sale of timberland when the land is used for producing timber;

(4) a transfer by the United States, this state, or any instrumentality, agency, or subdivision of the United States or
this state;

(5) an instrument that (wnthout added consideration) confirms, corrects modifies, or supplements a prevuously
recorded instrument;

(6) a transfer pursuant to a court decree;

(7) a transfer pursuant to mergers, consolidations, or reorganizations of corporations, partnerships, or other business
entities; «
~ (8) atransfer by a subsidiary corporation to its parent corporation without actual consideration or in sole

consideration of the cancellation or surrender of subsidiary stock;

(9) a transfer of decedents' estates;

(10) a transfer of a gift;

(11) a transfer between husband and wife or parent and child with only nominal actual consideration for the transfer;

(12) an instrument the effect of which is to transfer the property to the same party or.parties; _ .

(13) a sale for delinquent taxes or assessments, sheriff's sale, or sale pursuant to bankruptcy aetien_court order ;o
mortgageforeclosure;

(14) a transfer made in contemplation of death.

e Together with the above administrative rule and the amendment to statute, the department WiII
repeal the administrative rule that limits AB26 informal review to just one per six-year cycle.

EXTENSION OF STATUTORY DEADLINE FOR ASSESSMENT REVIEWS (1) For tax year 2010, the
department will accept requests for informal assessment reviews for classes three, four, and ten. The owner of
any land and improvements who:
(a) missed the 2009 assessment notice appeal deadline; and :
(b) is dissatisfied with the 2009 appraisal or classification of the land or improvements, may request an
informal review of the assessment notice by submitting a request for information review form (AB-26) to the
local Department of Revenue office in the county in which the property is located, on or before June 30, 2010.
(2) Adjustments to taxable value will be reflected only in tax year 2010. There will be no adjustments
to the taxable value for tax year 2009.
(3) After June 30, 2010 the department will only accept those AB-26 requests for mformal reviews that
are filed within 30 days of receipt of an assessment notice. (History: 15-1-201, MCA; IMP, 15-7-102, MCA;
NEW, 2010 MAR p. 1212, Eff. 5/14/10.)




USPAP History

In 1986, nine Ieadrng professional appraisal organizations in the Umted States and Canada agreed to form the Ad Hoc
Commlttee on the USPAP These nine groups were:

_Appraisal Instrtute of Canada

American Institute of Real estate Appraisers (AIREA) --in 1991, AIREA and Socrety merge together under the new

" name Appraisal Institute

American Society of Appraisers-

American Society of Farm Managers and Rural Appraisers

International Association of Assessing Officers (IAAO)

International Right of Way Association

National Association of Independent Fee Appraisers

National Society of Real Estate Appraisers

Society of Real Estate Appraisers (Society) - - in 1991, the Society and AIREA merge together under the new name
Appralsal Institute

In 1987, agreeing upon a generally accepted set of standards, the eight United States committee members adopted those
standards and thereafter established the Foundation in 1987 to implement the USPAP. The Appraisal Qualifications Board
(AQB) was included: in the Foundation structure to develop and promote meaningful criteria by which the competence of
appraisers could be measured. The USPAP was adopted by the Appraisal Standards Board (ASB) of the Foundation on
January 30, 1989 and is recogmzed throughout the United States as the generally accepted standards of professional
appraisal practice. .

The following USPAP rules apply to the appraisal work of the Department:

Ethics Rule - conduct, management, confidentiality, and record keeping
Competency Rule — appraiser must have the knowledge and if not disclose the lack thereof to the client and the steps taken to

" competently complete the assignment

Departure Rule - allows exceptions from sections of USPAP that are classified as specific requrrements rather than binding
requirements

Jurisdictional Exception Rule - if any part of USPAP is contrary to the Iaw or public- policy of any jurisdiction, only that part
shall be void and no force in that jurisdiction

Supplemental Standards Rule — USPAP provides the common basis for all appraisal practice. Supplemental standards
applicable to assignments prepared for specific purposes or property types may be issued (i.e., published) by govemment
agencies, government sponsored enterprises, or other entities that establish public policy.- :

The following are the USPAP Standards:

1.

2
3
4
5.
6.
7
8
9.
1

Real Property Appraisal, Development
Real Property Appraisal, Reporting

. Appraisal Review, Development and Reporting

Real Property Appraisal Consulting, Development
Real Property Appraisal Consulting, Reporting
Mass Appraisal Development and Reporting

. Personal Property Appraisal, Development

Personal Property Appraisal, Reporting
Business Appraisal Development

0. Business Appraisal, Reporting

Standard 6 is the only applicable standard to the appraisal work of the Department.
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Purpose and Use of the Appraisal

SUBJECT PROPERTY: Geocode 99-8999-99-9-99-99-0000
Quick Ref#  R99999999

PURPOSE: The purpose of this report is to explain the ad valorem valuation of the subject property
through the presentation and analysis of relevant market information. The County Appraiser's Office
conducted an investigation necessary to form an estimate of the market value of the fee simple interest in
the subject property. This report is intended for use only by the State Tax Appeal Board. To fully
understand this report and the extent of the data used herein, the reader should refer to relevant county
records which include the computer assisted mass appraisal written reports approved by the director of
property valuation consisting of the Montana Orion appraisal card; the Montana Orion cost, market, and
income models and associated appraisal maps and photographs. Jurisdictional exception to Uniform
Standards of Professional Appraisal Practice (USPAP) 1992 Standard 6-7 is invoked pursuant to K.S.A.
79-504.

KANSAS CONSTITUTION:

The Kansas Constitution Article11, § 1 is the supreme authority for the valuation and assessment of real
property for ad valorem tax purposes which states that "[tlhe legislature shall provide for a uniform and
equal rate of assessment and taxation.”

The following statutes defines the scope of work and the rules for valuing properties.

K.S.A. 79-102 Words and Phrases. That the terms “real property”, “real estate”’, and “land” when used in
this act, except as otherwise specifically provided, shall include not only the land itseif, but all buildings,
fixtures, improvements, mines, minerals, quarries, mineral springs, and wells, rights and privileges
appertaining thereto.

K.S.A. 79-501. Appraisal of real and tangible personal property at fair market value in money;
exceptions; rate of assessment. Each parcel of real property shall be appraised at its fair market value
in money, the value thereof to be determined by the appraiser from actual view and inspection of the
property. The price at which such real property would sell at forced sale may be taken as a criterion of
such fair market value in money in the market place of such sale if the appraiser believes such price to be
a reasonable factor in arriving at fair market value. The price at which real property would sell at auction
may be taken as the criterion of fair market value in money if the appraiser determines such sale to be an
arms-length transaction between a willing buyer and sefler. In addition, land devoted to agricultural use
shall be valued as provided by K.S.A. 79-1476, and amendments thereto. Tangible personal property
shall be appraised at its fair market value in money except as provided by K.S.A. 79-1439, and
amendments thereto. All such real and tangible personal property shall be assessed at the rate
prescribed by K.S.A. 79-1439, and amendments thereto.

K.S.A. 79-503a. Fair market value defined; allowable variance; factors to be considered in
determining fair market value; generally accepted appraisal procedures to be utilized. "Fair market
value" means the amount in terms of money that a well informed buyer is justified in paying and a well
informed seller is justified in accepting for property in an open and competitive market, assuming that the
parties are acting without undue compuision. In the determination of fair market value of any real property
which is subject to any special assessment, such value shall not be determined by adding the present
value of the special assessment to the sales price. For the purposes of this definition it will be assumed
that consummation of a sale occurs as of January 1.




Sales in and of themselves shall not be the sole criteria of fair market value but shall be used in
connection with cost, income and other factors including but not by way of exclusion:

a) The proper classification of lands and improvements;

b) the size thereof,

c) the effect of location on value;

d) depreciation, including physical deterioration or functional, economic or social obsolescence;,
e) cost of reproduction of improvements;

f) productivity taking into account all restrictions imposed by the state or federal govemment and
local governing bodies, including, but not limited to, resetrictions on property rented or leased to
low income individuals and families as authorized by section 42 of the federal internal revenue
code of 1986, as amended;

g) earning capacity as indicated by lease price, by capitalization of net income or by absorption or
sell-out period;

h) rental or reasonable rental values or rental values restricted by the state or federal government or
local governing bodies, including, but not limited to, restrictions on property rented or leased to
low income individuals and families, as authorized by section 42 of the federal internal revenue
code of 1986, as amended;

i) sale value on open market with due allowance to abnormal inflationary factors influencing such
values;

j) restrictions or requirements imposed upon the use of real estate by the state or federal
government or local goveming bodies, including zoning and planning boards or commissions, and
including, but not limited to, restrictions or requirements imposed upon the use of real estate
rented or leased to low income individuals and families, as authorized by section 42 of the federal
internal revenue code of 1986, as amended; and

k) comparison with values of other property of known or recognized value. The assessment-sales
ratio study shall not be used as an appraisal for appraisal purposes.

The appraisal process utilized in the valuation of all real and tangible personal property for ad valorem tax
purposes shall conform to generally accepted appraisal procedures which are adaptable to mass
appraisal and consistent with the definition of fair market value uniess otherwise specified by law.

HIGHEST AND BEST USE: “Highest and best use is the reasonably probably and legal use of vacant
land or an improved property that is physically possible, legally pemmissible, appropriately supported,
financially feasible, and that results in the highest value.” The Appraisal of Real Estate, 4" ed., The
Appraisal Institute, p. 305. The highest and best use of a property may change over time if the character
of the neighborhood changes creating demand for a different use. If there is no evidence of such a
change, the current use is considered the highest and best use. The County is required to value property
at its highest and best use. See Cashatt v. Board of County Commissioners, 23 Kan.App.2d 532, 933
P.2d 167 (1997). 1992 USPAP Departure Rule is invoked for Standard 6-2(h) and (i), 1992 USPAP
Standard 6-2(b) limiting condition identified.

SUMMARY: The subject property was valued after considering its characteristics, location, and highest
and best use; the usability and adaptability of the cost, sales comparison, and income approaches to
value; the quality and quantity of data obtained for valuation purposes; and the requirements of K.S.A. 79-
503a.



VALUATION AND APPEAL HISTORY

Year | Appealed Level Action ~ Original Value Final Value
2009 Yes AB26 Value Adjusted — A | 1701 $3,069 | 1701 $3,069
2002 $51,000 | 2002 $51,000
3301 $345.000 | 3301 _ $314.631
$399,069 $368,700
2009 Yes CTAB No change — N 1701 $3,069 | 1701 $3,069
2002 $51,000 | 2002 $51,000
3301 ___$314.631 | 3301 __ $314.631
$368,700 $368,700
2009 Yes STAB 1701 $3,069
2002 $51,000
3301 314,631
$368,700
2006 No 1701 $185

2002 $17,800
3301 211,590
$229,575
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VALUATION INDICATION AND VALUE SELECTION STATEMENT

Year of Appraisal: 2009

Original Appraised Values: ’ 2002 $51,000

3301 317.770

$368,700

Values Being Appealed: 2002 $51,000

3301 $317.770

$368,700

Income Approach Estimate of Value: $0
Cost Approach Estimate of Value: $309,465
Comparable Sales Approach Estimate of Value: $368,700
Multiple Regression Analysis Estimate of Value: $371,600
County’s Estimate of Value: $368,700

Value Selection Statement
The value from the Comparable Sales Approach was selected best estimate of market value.




FINAL VALUE METHOD TERMINOLOGY

There are six (6) Final Value Methods that a value can be chosen from. They are:

Comparable Sales Value- Value derived by comparing recently sold properties (comps) that are similar to the
subject property, to the subject. Adjustments, derived from an analysis of the market, for characteristic differences
between each comp and the subject are made. These adjusted sale prices are then correlated into a value
indication for the property. The adjustments made should reflect the contributory value for each characteristic
deemed to be appropriate to the subject's market.

Cost Total Value- Value derived by adding the land value to the estimated replacement cost new of each
improvement, less the loss in value from all sources of obsolescence, and the depreciated value of any
outbuildings or yard improvements.

Income Value- A value derived by using a Gross Revenue Multiplier (GRM) approach. GRM'’s are factors derived
by dividing the Sales Price of similar rental properties by the actual monthly revenue at the time of sale. GRM's
are then analyzed to determine a typical GRM that is appropriate for the property. This market GRM can be used
to derive a value by multiplying the GRM by the market indicated monthly revenue for that property. A Gross Rent
Monthly Multiplier (GRMM) can aiso be used, if deemed a more appropriate unit of comparison for the property
being appraised. The GRMM is similar to the GRM method but uses gross monthly rent instead of gross monthly
revenue in the calculation.

Multiple Regression Analysis (MRA) Value- Muitiple Regression Analysis is a statistical valuation approach. It
is an estimate of value based on regression models ‘developed for delineated market areas, usually a
neighborhood or group of neighborhood referred to as a model area. Multiple regression analysis altows for
defining the relationship between property characteristics and sale prices. Property characteristics contributing to
value are identified and the summed contributory value of each, as defined in the model, becomes the value from
this approach.

Indexed Value- Prior year's final value trended by a factor derived from a statistical analysis of market trends
affecting the property in a given market area.

Alternate Value- This is a value derived by other means. Examples are:

A) Weighted Estimate- The weighted average of the adjusted sale prices of the comparable properties. A
weighted average is a method of computing an average of a set of numbers in which some elements of
the set carry more importance or weight than others. The adjusted sales are weighted by the degree of
comparability numbers where the lowest weights are given the most weight in the calculation.

B) Sale Price or Adjusted Sale Price of the Subject.

C) Adjusted Sale Price of the best comparable property.

D) Value from a recent ‘Fee Appraisal’.

E) Previous year’s value.

F) Prior year hearing value.




MASS APPRAISAL
ASSUMPTIONS AND LIMITING CONDITIONS

Title to the property is assumed to be good and marketable and the legal description correct.

All existing liens, mortgages, or other encumbrances have been disregarded and the property is appraised
as though free and clear, under responsible ownership and competent management. The fee simple value
of the property is mass appraised as of January 1 at its fair market value as defined by K.S.A. 79-503a.

All sketches, photographs and maps in this report are intended to be visual aids and should not be
construed as surveys or engineering reports unless otherwise specified.

All information in this report has been obtained by members of the County Appraiser’s staff through data
collection and research, or through other sources deemed reliable.

This estimate of value for the property applies to land and improvements only. The value of trade fixtures,
furnishings, and other equipment has not been included with the value of the real property. Subsurface
rights (mineral and oif) were not considered.

The mass appraisal and supporting documentation was prepared exclusively for ad valorem tax purposes.
Jurisdictional exception is invoked to 1992 Uniform Standards of Professional Appraisal Practice (USPAP)
Standard 6-7 pursuant to K.S.A. 79-504.

As required by K.S.A. 79-1476, the property has been inspected, by exterior observation, to verify land and
building data. Certain information, such as gross area, wall height, etc., may have been taken from plans
or records maintained by other jurisdictions. It is not possible to observe conditions beneath the soil or
hidden structural components within the improvements or within the interior thereof or detect the presence
of hazardous materials. No representations are made as to these matters unless otherwise stated and the
valuation estimate is predicated on the assumption that no hidden defects or hazards exist unless otherwise
stated.

The County has met the requirements of the Kansas Property Valuation Division (Department of Revenue)
Ratio Study for acceptable performance measures for all real property types. A copy of the ratio study is
available for review at the Office of the County Appraiser.




CERTIFICATION

| certify that, to the best of my knowledge and belief:

1.

The statements of fact contained in this report are true and correct.

The reported analyses, opinions, and conclusions are limited only by the reported assumptions and limiting
conditions, and are my personal, unbiased professional analyses, opinions, and conclusions.

I have no present or prospective interest in the property that is the subject of this report, and | have no
personal interest or bias with respect to the parties involved except that | am an employee of the County
Appraiser's Office, and as such, | must abide by the office/division policies and procedures and direct and
indirect instructions from my supervisors.

My compensation is not contingent upon the reporting of a predetermined value or direction in value that
favors the cause of the client, the amount of the value estimate, the attachment of a stipulated result, or the
occurrence of a subsequent event.

My analyses, opinions, and conclusions were developed, and this report has been prepared, in conformity
with the Uniform Standards of Professional Appraisal Practice, Standard 6, jurisdictional exception invoked,
and K.S.A. 79-503a and 79-504. ’

| have/have not made a personal inspection of the property that is the subject of this report.

County Representative




